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FEDERAL COMMUNCATIONS
OFFICE OF THE SECRETARY

In the Matter of

Treatment of Operator Services
Under Price Cap Regulation
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CC Docket No. 93-124

COMMENTS

U S WEST Communications, Inc. ("U S WEST"), through counsel
and pursuant to the Federal Communications Commission’s
("Commission") Notice of Proposed Rulemaking,' hereby files its
comments on the proposed treatment of operator services under

price cap regulation.

I.  INTRODUCTION

In its NPRM, the Commission tentatively concludes that a
separate service category should be established for operator
services in the traffic sensitive basket and that a five percent
banding limit (i.e., plus or minus five percent) should be
applied to this category.? The Commission’s conclusion was
based on the need "to ensure that price cap companies do not have
unlimited ability to change prices for these services in relation

to other traffic sensitive or interexchange rates."s
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U S WEST does not object to the placement of operator
services in the traffic sensitive basket. But U S WEST opposes
the creation of yet another service category with banding limits.

II. THE PRICE CAP STRUCTURE IS BECOMING UNDULY COMPLEX AND
REDUCING INCENTIVES

The Commission’s proposal to create a separate operator

services cateqory with fiye nercent banding limits is the latest

—r

e  FE =

an

l

is dismayed that the Commission finds it necessary to propose
price cap modifications in every proceeding of any import. The
Commission’s original price cap order gave no indication that
modifications in the price cap structure were going to be routine

-- rather than rare exceptions.*

Every change represents a
further tightening of price cap constraints and a step away from
"pure" price caps. Furthermore, the administrative burden on
both local exchange carriers ("LEC") and the Commission of
managing price cap regulation increases exponentially with every
additional constraint (i.e., basket, category, or band). The
best way to illustrate the increasing complexity is to compare a
diagram of the price cap structure at its original implementation

on January 1, 1991, to what it would look like with recent

Commission modifications. Attachment 1 contains such a
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comparison. Clearly, the proposed price cap structure is
anything but simple -- it is beginning to look like a "Rube

Goldberg" design.
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additional price cap constraint reduces and distorts LEC

incentives. The Commission adopted price cap regulation to
increase incentives and get away from the disincentives and
distortions associated with traditional rate of return
regulation.?’ The Commission will be taking a step backward if
it adopts its price cap proposals for operator services.

U S WEST urges the Commission to refrain from making any further
modifications to the price cap plan until the completion of the

LEC price cap review in 1994.
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III. CONCLUSION

For the tofegoinq reasons, U 8 WEST urges the Commission to
refrain from creating a saeparate service category or adopting

banding limits for operator services.

Respectfully submitted,

U S WEST COMMUNICATIONS, INC.

By: '7j-/Vﬁ-41k¢éégg

J&ises T. Hannon

1020 19th Street, N.W.
Suite 700

Washington, D.C. 20036
(303) 672-2860

Its Attorney

Of Counsel,
Laurie J. Bennett

July 6, 1993
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I, Kelseau Powe, Jr., do hereby certify that on this 6th day
of July, 1993, I have caused a copy of the foregoing COMMENTS to
be served via first-class United States Mail, postage prepaid,

upon the persons listed on the attached service list.
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Ki?@eau Powe, Jr.

*Hand-Delivered
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*Kathleen B. Levitz

Federal Communications Commission
Room 500

1919 M Street, N.W.

Washington, DC 20554

*James R. Keegan

Federal Communications Commission
Suite 6010

2025 M Street, N.W.

Washington, DC 20036

*Peggy Reitzel

Federal Communications Commission
Room 554

1919 M Street, N.W.

Washington, DC 20554

*Allen A. Barna

Federal Communications Commission
Room 518

1919 M Street, N.W.

Washington, DC 20554

*International Transcription
Services

Federal Communications Commission

Room 140

2100 M Street, N.W.

Washington, DC 20037

James N. Norris

Bellcore

LCC-2B248

290 West Mt. Pleasant Avenue
Livingston, NJ 07039



